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The generation, transmission and dis
tribution of electrical power is essential
for the development of an economy.
Potential bottlenecks in the electricity
sector can have a far reaching impact
on overall economic growth. In many
developing countries the public sector
is the most active agent in the provision
of vital energy services. This article
examines Pakistan's experience with
public sector investment in energy. A
model of government budgetary alloca
tions to energy is developed. In ap
plying this model to Pakistan, the paper
analyses the impact of fiscal pressures,
unanticipated government expenditure,
and competing priorities which have
constrained the government's invest
ment programme. The main conclusion
reached in the paper is that Pakistani
authorities must continue to actively
encourage private sector power pro
jects. Otherwise, the country is unlikely
to be able to sustain its growth given an
increasingly severe energy shortage.
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The generation, transmission and distribution of electrical power has cf
unique place as part of the basic physical infrastructure needed during
the course of developing of an economy. It provides an essential input in
an industrial economy. The backward and forward linkages with the rest
'of the industrial economy are, perhaps, the strongest, so that potential
bottlenecks· in the electricity sector can have a far reaching impact on
overall economic growth.!

Pakistan's energy needs have grown rapidly, at around 8% annually.
Shortages of electricity have seriously hurt the country's industrial
enterprises with one recent estimate placing losses at around $1 billion
annually in lost gross national product (GNP).2 Understandably, the
energy sector is a matter of vital importance in the government's
economic strategy.

Since the mid-I97Os the public sector has provided nearly all of the
funds for energy development. Consequently, it is of some interest to
examine the factors affecting and perhaps constraining government
investment in this sector. What factors have influenced the government
to invest in energy? What budgetary pressures have prevented the
publi~ sector from expanding energy investment even more rapidly?
What other areas of public expenditure compete with energy for
funding?

Overview

Pakistan's per capita consumption of commercial energy used to be very
low, but it has been rising rapidly in the last few years (see Tables 1 and
2), and by 1988 it was the highest in the South Asian region (Table 1).
At the present time oil accounts for around 40% of commercial energy
consumed and gas for 35%. It is estimated that in 1987-88 31.8% of
total energy requirements were met from such non-commercial sources
as firewood, cow dung and charcoal.3 Population growth continually
increases pressure on these sources. Consumption of electricity in
creased 11.7% per year in the 198(}....88 period, double the rate of
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Public sector investment in energy in Pakistan

Table 1. Consumption of electricity, 1970-88: Pakistan and selected Asian countries. ..
Consumption

Million kilowatt hours Annual percent Increase per capita
Country 1970 1980 1988 1970-80 1970-88 1980-88 1988

South Asia
Pakistan 8727 152n 36940 5.8 8.3 11.7 350.5
India 61212 119190 238 530 6.9 7.8 9.1 299.4
Afghanistan 396 970 1109 9.4 5.9 1.7 71.6
Sri Lanka 816 16GB 2799 7.4 7.1 6.7 168.6
Burma 600 1433 2272 9.1 7.7 5.9 57.8
Bangladesh 1404 2653 6866 6.6 9.2 12.6 64.4
Nepal 76 257 641 13.0 12.6 12.1 35.6

East Asia
Thailand 4507 15743 34374 13.3 11.9 10.3 629.6
Indonesia 2300 7140 37010 12.0 16.7 22.8 211.2
South Korea 9597 39979 85462 15.3 t2.9 10.0 2034.8

Source: Economic and Social Commission for Malaysia 3543 8974 19287 9.7 9.9 10.0 1141.2
Asia and the Pacific, Economic and Social Sur- Hong Kong 5097 12341 24068 9.2 9.0 8.7 4222.5
vey of Asia and the Pacific, 1990, United Na- Singapore 2205 6940 13018 12.1 10.4 8.2 4821.5
tions, New York, 1991, p 133. Per capita con- Philippines 8666 18032 24538 7.6 6.0 3.9 418.0
sumption is in kilowatt hours.

Table 2. Pakistan: energy Indicators, 1973-87.-

Growth rate (%)
Indicator 1973 1980 1987 1973-87 1973-80 1980-87

Primary energy consumption
(thousand toe) 7703 12638 21433 7.6 7.3 7.8
Final energy consumption
(thousand toe) 5603 8923 14933 7.3 6.9 7.6

Source: Energy Planning Unit, Industry and De- Energy intensity (toe) 0.473 0.534 0.569 1.3 1.7 0.9

velopment Banks Department, Energy Indicators Oil intensity (toe) 0.195 0.196 0.222 0.9 0.0 1.8

of Developing Member Countries of ADS, Asian National energy conversion

Development Bank, Manila, May 1989, p 381. losses (%) 27.3 29.4 30.0 0.7 1.1 0.3
Electricity share in primary

a Toe = tonne of oil equivalent; energy intensity eriergy (%) 28.0 30.8 34.3 1.5 1.4 1.5
is measured as primary energy consumption in Net energy import
toe divided by US$1000 real gross domestic dependence (%) 36.2 33.6 33.6 -0.5 -1.1 0.0
product (GOP) at 1980 constant prices: oil in- Net oil import
tensity is measured as oil consumption in toe dependency (%) 35.9 33.1 30.6 -1.1 -1.2 -1.1
divided by US$1000 real GOP.

increase in the 1970s. As Table 2 indicates, total consumption of all
forms of energy increased at an annual average rate of 7.6% in the
1980--87 period (up from 6.9% for the 1973-80 period).

Pakistan was 79% self-sufficient in commercial energy in 1986. The
balance was mainly met by imports of petroleum and petroleum
products. At present the country's major domestic resource is natural
gas, followed by oil and hydroelectric power. After India, Pakistan is
clearly the largest producer of electricity in South Asia (see Table 3).
Indeed, its total production of electricity rivals that of Indonesia, a
South-~ast Asian country with a much larger population and substantial
oil reserves. As Table 3 indicates, there has been a general shift from
hydro to thermal sources in Pakistan with the net result that imports of
petroleum and petroleum products have become a heavy burden on the
balance of payments, accounting in the early 19808 for about 30% of all
imports by value.4 While the overall oil intensity has increased, never
theless the net oil import dependency has fallen by 1.1% per year in the
1980s (see Table 2).

Major issues

If Pakistan is suffering from serious shortages of energy it is largely due
to insufficient development of domestic resources in the face of rapidly
increasing demand. Ultimately the country's energy problems are

4/bid. related to low levels of investment which have been financed, nearly
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